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SENIOR HEALTH INSURANCE COMPANY
OF PENNSYLVANIA, IN REHABILITATION
APPROVED REHABILITATION PLAN

JESSICA K. ALTMAN, REHABILITATOR
PATRICK H. CANTILO, SPECIAL DEPUTY REHABILITATOR

HOW TO PROVIDE COMMENTS AND OBJECTIONS

Comments may be addressed to Patrick H. Cantilo, Special Deputy Rehabilitator, at Senior Health
Insurance Company of Pennsylvania, In Rehabilitation, 550 Congressional Blvd., Suite 200, Carmel,
IN 46032, or by electronic mail to plan.comments@shipltc.com.

Formal Comments were required to be made by September 15, 2020, in compliance with the June
12,2020 Case Management Order of the Commonwealth Court of Pennsylvania, which is available
at www.shipltc.com. No provision has been made by the Court for additional Formal Comments.

THIS PLAN DOCUMENT PROVIDES DETAILS ABOUT THE PLAN APPROVED BY THE
COMMONWEALTH COURT OF PENNSYLVANIA ON AUGUST 25, 2021, FOR SHIP’S
REHABILITATION (THE “PLAN”). IT DESCRIBES IN DETAIL THE OPTIONS FROM
AMONG WHICH SHIP POLICYHOLDERS CAN CHOOSE UNDER THE PLAN. EACHLONG-
TERM CARE (“LTC”) POLICYHOLDER WILL RECEIVE PERSONALIZED INFORMATION
BEFORE HE OR SHE IS ASKED TO CHOOSE AN OPTION UNDER THE PLAN. THIS
INFORMATION WILL BE PROVIDED IN A SIMPLIFIED FORMAT.

This version dated September 30, 2021, corrects an omission on page 19 of the September 24 version
regarding disposition of the agent’s commissions issue left open in the Court’s August 25, 2021,
Memorandum Opinion approving the Plan.
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in both general and policyholder-specific circumstances. The cost and delay attendant to making the
calculations for every policyholder in advance are not justified given that the results will may not
be sufficiently accurate to be meaningful. However, beginning at page 68 there are illustrations of
Plan options for several representative policyholders. This Plan Document therefore provides

relative and directional guidance about Plan options rather than precise policy-level details for each
one.

UNTIL THE PLAN EFFECTIVE DATE POLICYHOLDERS WILL HAVE THE SAME
RIGHTS, BENEFITS, OPTIONS, AND OBLIGATIONS AS THEY DO NOW UNLESS THE
PLAN SPECIFICALLY PROVIDES OTHERWISE.

A. SUMMARY DESCRIPTION OF THE PLAN

The following description of the Plan is intended to provide policyholders the basic general
information required for them to understand the options that will be available to them under the Plan.
Much more detail about the Plan and related matters is provided in the sections that follow.

1. GOAL AND PHASES OF THE PLAN

Recognizing that SHIP faces a substantial Funding Gap (described on page 87), the aim of
the Plan is to increase revenues and reduce liabilities so as to narrow or eliminate that gap through
a combination of Policy Modifications for most of the approximately 39,000 policies in force as of
the filing of this Second Amended Rehabilitation Plan. Although the Plan has certain default
provisions that apply when policyholders fail to make effective choices, it is structured to maximize
policyholder choice, based on each person’s individual circumstances and preferences. In proposing
the Plan, the Rehabilitator recognized that many policyholders have costly policies that provide far
more coverage than the policyholders are reasonably likely to require. Accordingly, a key element
of the Plan is to enable policyholders to remove coverages that are not essential or even necessary
to cover reasonable long-term care expenses. That is expected to help narrow the Funding Gap and

potentially reduce their own premium, or at least avoid part or all of a necessary premium rate
increase.

The Plan is designed to operate in three phases. Phase One, commencing now, is the
principal phase and will strive to reduce substantially or eliminate the Funding Gap. In this phase
it will be determined which policies require modification because their Current Premium is below
the If Knew Premium for the benefits offered by the policies. The If Knew Premium is an accepted
methodology for setting premiums for long-term care insurance (“LTCI”) policies, more fully
explained at page 27. Policyholders with Current Premium (see page 122) below the If Knew
Premium will have to increase their premiums or reduce their benefits so that the premium will be
adequate on an If Knew Premium basis. Policyholders whose Current Premium is at or above the
If Knew Premium will not be required to modify their policies (increase their premiums or reduce

their benefits) but may choose to make some such modifications if they prefer to do so, as explained
below.
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In Phase Two, the results of Phase One will be evaluated and additional Policy Modifications
may be necessary for certain policies. It is expected that modifications in Phase Two will largely be
based on Self-sustaining Premiums as explained at page 27. The goal of Phase Two will be to
eliminate any Funding Gap not eliminated in Phase One. Only policies that meet the following
conditions may be modified in Phase Two:

a. Their premiums are not already Self-sustaining,

b. They are not Fully Covered (i.e., they are not within the limits of, or otherwise not
covered by, the applicable Guaranty Association - see page 123), and

c. The policyholders have not selected Option Two (a or b) or Option Three (described
below) in Phase One.

In Phase Three, the Company will complete the run-off of the LTCI business in force. If
there are sufficient funds to do so, in Phase Three the Rehabilitator will make payments to
policyholders and other creditors on account of any amounts owed to them apart from policy
liabilities (addressed in Phase One and Two).

2. POLICYHOLDER ELECTIONS

This section describes the key elements of these policyholder options. They are described
in full detail beginning on page 24. In Phase One every policyholder whose Current Premium
(including the premium they would be paying but for a premium waiver) is below the If Knew
Premium for the policy’s benefits will be required to elect one of four options. Those whose Current
Premium (including the premium they would be paying but for a premium waiver) is at or above the
If Knew Premium may keep their current policies without modification or may elect Option Two or
Option Three, described below.

a. Option One will be to continue paying the Current Premium or to maintain the
premium waiver if one is in effect, but if Current or waived Premium is less than the
If Knew Premium, have benefits reduced in accordance with Plan provisions so that
the premium for the reduced benefits (including waived premium) is equal on an If
Knew Premium basis to the Current Premium. The benefit reductions will be
selected automatically by the Plan.

b. Option Two will be to select certain policy endorsements that provide selected
essential benefits (sometimes greater than the benefits provided by Option One) at
a lower premium than Option Four. This option, of which an enhanced alternative
will also be available, will not be subject to further rate increases or benefit
reductions in Phase Two of the Plan. Option Two is designed to provide reasonable
coverage at reasonable premium rates.
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c. Option Three will be a Non-forfeiture Option (NFO) through which the policyholder
will receive a Reduced Paid-up (RPU) policy providing limited benefits but for
which no future premiums will be charged. Under the Plan, this option will include
more generous benefits than the typical industry non-forfeiture option or reduced
paid-up policy, most notably in that it will offer as much as a 30-month benefit
period unless the current policy has a shorter benefit period. Moreover, policyholders
who select this option will never have to pay additional premiums and this policy will
never lapse.

d. Option Four will be to retain the current policy benefits and pay the corresponding
If Knew Premium (unless equal to or lower than the Current Premium that the

policyholder is paying). For many policyholders this may require a substantial
increase in premiums.

Policyholders paying premium at or above the If Knew Premium may choose to make no
changes (i.e., make no election at all and leave their policies unchanged) or may elect Option Two
or Option Three if preferable for their individual circumstances. Options One and Four would not
result in any changes for such policyholders.

Before being required to make an election, each policyholder will receive information
detailing the premiums and benefits of each option. Special rules apply to policyholders who are not
currently paying premium due to a Premium Waiver provision in their or their spouses’ policies.
These are explained fully beginning at page 31. Generally, such policyholders who elect Option Two
or Option Four and whose Current Premium (the premium they would be paying but for the waiver)
is lower than the If Knew Premium, will be required to pay a Differential Premium. The Differential
Premium consists of the difference between (1) the premium they would be paying if there were not
a waiver in effect (the Current Premium), and (2) the If Knew Premium corresponding to the policy.
See Section [LE.7, page 29. If the Premium Waiver terminates, such policyholders will be required
to pay the full applicable If Knew Premium (or Self-sustaining Premium if in Phase Two).
Substantially the same options will be offered to policyholders on claim.

3. NO WORSE THAN LIQUIDATION

Every policyholder will be offered at least one option in Phase One that will provide him or
her potential benefits equal to or exceeding those that would be available from the applicable

Guaranty Association in the event of liquidation, but generally no more than the current policy
benefits.

a. Policyholders with Current Premium (including the premium they would be paying
but for a premium waiver) at or above If Knew Premium in fact will not be required
to make any changes in their policies. Thus they will be treated at least as well as
they would in liquidation, and perhaps better if their policies offer benefits in excess
of those that would be offered by Guaranty Associations in liquidation.
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b. Option Two will provide at least the benefit value that the Guaranty Association
would provide in liquidation for every policyholder whose current policy provides
benefits in excess of those limits. In many cases, other options will also provide the
benefits that would be available from Guaranty Associations in liquidation. For
policyholders with current benefits below Guaranty Association limits, Option Two
will provide at least the current level of benefits.

In that respect, the Plan is designed to place policyholders in no worse off a position than
they would face in a liquidation of SHIP.

4. DEFAULT OPTIONS

For every policyholder there will be a Default Option which will apply automatically if no
proper election is made. In Phase One, for every policyholder whose Current Premium is at or above
the If Knew Premium, the Default Option will be to leave the policy unchanged. However, if the
Current Premium is below the If Knew Premium, there will be a Default Option that will be
identified in the election materials (and is illustrated on page 67). In general, the Default Option will
be Option One (the downgrade) for policyholders on Premium Waiver. However, if the Non-
forfeiture Option (NFO) would provide these policyholders better benefits than the downgrade, the
NFO will be the Default Option. For policyholders who are paying premium, Option Two (the
Basic Policy Endorsements - see Section IIL.A.2.d, page 48) will be the Default Option.

In Phase Two, for every policyholder whose Current Premium is at or above the Self-
sustaining level, the Default Option will be to leave the policy unchanged. However, if the Current
Premium is below the Self-sustaining level, there will be a Default Option similar to Phase One. In
general, the Default Option will be Option One (the downgrade) for policyholders on Premium
Waiver. However, if the Non-forfeiture Option (NFO) would provide these policyholders better
benefits than the downgrade, the NFO will be the Default Option. For policyholders who are paying
premium, Option Two (the Basic Policy Endorsements) will be the Default Option.

The Default Option will apply if the policyholder fails to make an election by the applicable
deadline or submits an election form that does not clearly identify the policyholder’s election (for
example because two or more options are elected). For a policyholder whose Current Premium is
equal to, or higher than, the If Knew Premium (or Self-sustaining level in Phase Two), the Default
Option will be to leave the policy unchanged, and no changes will be made to the policy unless
specifically elected, even if the policyholder does not submit a proper completed election form. The

Rehabilitator believes that between 25% and 40% of policyholders may be in this category in Phase
One.

3 CHANGES IN POLICYHOLDER ELECTIONS

Policyholders will not have the opportunity to change their elections after the applicable
Policyholder Election Date (the deadline for policyholder option elections under the Plan). Before
the Policyholder Election Date, policyholders may change their elections by submitting new
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